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The CHAIRMAN'S Message

The Honorable James R. Thompson
Governor
and
The General Assembly of the State of Illinois

By
no means do I wish to undervalue the accomplishments of the

Regional Transportation Authority in 1987 by emphasizing our
problems; nor, on the other hand, do I wish to neglect our real and

urgent needs by overpraising our successes. In 1987 we at the RTA saw
both our accomplishments and our problems multiply, giving us cause

for both celebration and concern.

Beyond a doubt, the year 1987 was an operationally successful one for

the RTA, as is shown by the Comprehensive Annual Financial Report

included within this document. All three of RTA's service boards - Pace,

Metra and the CTA - also operated efficiently and profitably in 1987,

with total revenues exceeding budget estimates, total costs falling short

of budget estimates, and ridership increasing over 1986.

This is certainly good news, as is the progress on mobility limited

services, suburban mass transit and the drafting and implementation of

a Strategic Plan which RTA made in 1987. The RTA, and its service

boards, continued, last year, to purchase assets which would enhance
our ability to serve the residents of the six-county RTA region; we
continued to study and refine our services, trimming them where pos-

sible and adding to them where necessary to provide the most efficient

and responsive service; we continued to consolidate the gains effected

through the General Assembly's restructuring of RTA in 1983. All this

is, indeed, good news.
Nevertheless, the RTA and its component agencies, continue to face a

severe threat in the form of our looming capital need: a total in excess of

$6 billion (in 1987 dollars) to restore our aging infrastructure by the Year
2000. Despite their operational stability and success Pace, Metra and the

CTA are now one year older and no closer to solving their increasingly

urgent capital needs.

The RTA system is one of the largest and oldest in the world. It serves

a large, important and dynamic socio-economic base, and has contrib-

uted enormously to the prosperity of this region during the past century.

Preservation and rehabilitation of these resources remains our foremost

objective in the coming years.

Samuel K. Skinner

Otairmnii of Tlie Board
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Creation And Transformation

The Regional Transportation

Authority was created by the

Ilhnois General Assembly in 1974

to coordinate and provide a consistent

level of financial support to a diverse

mass transportation system in the six-

county region of Northeastern Illinois.

Following financial and organizational

difficulties which reached their nadir

in 1981, the General Assembly, in 1983,

effected fundamental changes in the

agency's structure and funding.

The amended RTA Act vested oper-

ating responsibility of the regional

transportation system to three subsidi-

ary agencies—Pace, the Suburban Bus

Division; Metra, the Commuter Rail

Division; and the Chicago Transit

Authority (CTA) which operates buses

and rapid transit within the City of

Chicago and adjoining suburbs—while

reconstituting RTA into a smaller,

more efficient body responsible for

funding and oversight of the three

service boards.

The system's financial stability was
secured at that time by allotment of a

percentage of sales tax in the RTA
region toward its maintenance. In

Cook County one cent of every dollar

goes to the RTA; in DuPage, Kane,

Lake, McHenry and Will Counties the

RTA receives one-quarter of one cent

on every dollar. Of this total, 85% goes

directly to the service boards accord-

ing to individual need and 15% is

retained on a discretionary basis. In

addition to this sum, RTA receives

from lUinois's Public Transportation

Fund an amount equal to one-quarter

of the collected sales tax receipts.

Central to the system's restructuring

was the General Assembly's desire

that the RTA become financially stable

and as self-supporting as possible. To
this end, it imposed upon the RTA a

system-wide "recovery ratio" of 50

percent, meaning that one-half of all

operating expenses of the three service

boards must be recovered through

farebox revenues. This is easily the

highest such requirement in the

United States and has established a

new standard for operating efficiency

throughout the region.

The System
The combined operations of the

RTA's component agencies constitute

the second largest rail system, the

third largest bus system, and the

second largest overall public transpor-

tation system in North America. The
combined annual operating budget of

the RTA's three service boards is ap-

proximately $1 billion. The RTA
system is comprised of:

• 1,200 rapid transit cars

• 900 commuter rail cars

• 2,800 buses, and
• 1,500 miles of rail track, joining

• 375 passenger stations

In total, this system provides more
than 175 million miles of service to ap-

proximately 750 million riders per

year. Its combined assets are valued in

excess of $14 billion, which, on an asset

basis, makes RTA second only to

AMOCO as Illinois's largest business

entity.

The Region

The City of Chicago is the third most
populous urban center in the United

States and serves as the focal point of a

growing, six-county metropolitan area

of more than 7.3 million residents and
3 million jobs. The region covers more
than 3,700 square miles—an area

roughly equal to that of the state of

Connecticut—and serves as a major

corporate headquarters location and
financial center.

The gradual decline of the City's

once-dominant industrial economy has

been softened by its emergence as a

vital center of services and trade. Of
the Fortune 500 leading non-industrial

companies, 181 are located in the

Northeastern Illinois region. The
improved state of the local economy is

reflected in the per capita income of its

residents, which, in 1986, averaged

$16,300, about 13%, higher than the

national average.



Within the region, employment has

become increasingly decentralized

during recent years. Between 1979 and
1986 significant growth has occurred

in the formerly rural /residential

counties of DuPage, Lake and Mc-
Henry. With jobs, of course, has gone
population, and, with population,

more jobs. Between 1979 and 1984 the

City of Chicago lost some 97,000 jobs

while suburban Cook County added
approximately 34,000 new jobs. The
only area of Chicago to register a net

gain in employment was the Loop
central business district, which added
about 5,000 jobs and continued to

expand beyond its traditional bound-
aries, crossing the Chicago River to the

west and moving north along the

lakeshore.

As with employment, population

flowed steadily from Chicago to the

surrounding suburbs throughout the

1970s and, at a lesser rate, into the

1980s. Between 1970 and 1980 the City

of Chicago lost some 357,000 residents.

In the meantime, the population of

suburban Cook County grew at a

steady rate of about 0.6% annually,

and the collar counties—specifically

DuPage, which added more than

69,000 residents—underwent an
extraordinary boom. Since 1980 the

City's population has largely stabilized

as have those of the surrounding
suburbs.

The extensive, multi-modal transpor-

tation system operated by RTA was
crucial in the early development of the

Chicago metropolitan area, and
remains central to its social and
economic vitality today.



The Strategic Plan

Revitalizing The Rta System

Bob Klusendorf, Metra,

14 years

Certainly the most important of

RTA's efforts in 1987 was its on-

going strategic planning process.

Creation of a cogent and comprehen-
sive blueprint for the restoration and
extension of the RTA system has

clearly arisen as the agency's chief

priority. The general age of RTA's
physical plant—from 90-year-old

elevated structures, to 30-year-old rail

cars, to 12-year-old buses—and the

changing shape of the areas and
populations it is intended to serve,

have irrefutably made the case for

broad-based reevaluation of what the

RTA must do to remain a vital force in

the Chicago region. Independent
consultants' studies have determined

that RTA will have to spend more than

$6 bilHon (1987 dollars) to restore its

physical assets to good condition by
the year 2000.

The City of New York, which pos-

sesses the only transit system in the

United States comparable to Chicago's,

neglected its system's capital needs for

too long, precipitating a crisis of

frightening proportion for the

continent's largest transportation

entity. This experience has served a

cautionary purpose for all of its sister

agencies, most notably the RTA. To
avoid the state of emergency in which
New York's Metropolitan Transporta-

tion Authority found itself, RTA ini-

tiated its strategic planning process

—

an undertaking rivalled in scope and
intensity only by that of London
Transit, another of the world's largest

and oldest systems.

The purpose of the Strategic Plan is

to define what the RTA is, what is its

purpose, what are the obstacles to its

fulfilling that purpose, and how that

purpose can, ultimately, be best ful-

filled, leading the RTA into and
through the 21st century. To this end,

the RTA has undertaken numerous
studies of every aspect of its enormous
business and expended an unpre-

cedenteded number of staff and board
hours in discussion and debate. The
ultimate result of this arduous process

will prove well worth the RTA's
investment in time and dollars. The
region's public mass transportation

system represents an incalculable

social, economic and environmental

good to the area it serves, and its bene-

fits will be maintained and extended

through the agency of the Strategic

Plan.

Thanh Van Phan, Pace, 18 months



Statement Of Policies And
Summary Of Strategies

In December, the RTA Board of

Directors formally adopted The KTA
Strategic Plan: Statement of Policies and
Summary of Strategies , a document
which represents the formal beginning

of RTA's ambitious program of resto-

ration.

The Statement of Policies establishes

the theoretical framework within and
according to which the Strategic Plan

will be implemented. It establishes

criteria by which individual projects

will be evaluated, and how their effec-

tiveness will later be tested. It ad-

dresses the financial, operational, insti-

tutional and chronological restraints

which must be faced and proposes
methods for dealing with each.

The five key policies articulated in

the Statement of Policies and accepted

by the Board respond to what has been
ascertained about the RTA's markets
and customers, its operating divisions

and the conditions of its assets:

• Market Policy

The RTA will adopt a market- driven

framework for capital and operating

decision-making.
• Capital Policy

The RTA will bring capital assets

to good condition by the year 2000 and
maintain them within funding limits

as prioritized by market policy.

• Operating Cost Policy

The RTA will minimize its cost per

unit of service.

• Financial Policy

The RTA will ensure timely and
predictable multi-year funding with
which to support its strategic plan

objectives. And,
• Legislative Policy

The RTA will build the political

and legislative support necessary to

implement its strategic plans.

ljP!r-y«j»----
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The Strategic Plan

Revitalizing The Rta System (continued)

Marianne Ricks, Pace,

11 years

Also in 1987, the RTA funded and

participated in a number of studies,

conferences and other efforts which

coincide with, and have contributed to,

the strategic planning effort. These

include the following:

CBD Distribution System

In September, the RTA awarded a

contract to the Metropolitan Planning

Council to begin the process of build-

ing a coalition dedicated to construct-

ing a downtown distribution system to

relieve pressure on the over-taxed and

increasingly limited rapid transit lines

that serve the Loop. This initative

responds to growing concern that the

rapid transit system, built to serve the

central business district of the late 19th

century, will not be capable of serving

the rapidly expanding CBD of the 21st.

Service Rationalization Studies

The RTA has continued its effort to

identify routes which provided service

duplicative of others provided. Four

studies completely evaluated service

and made recommendations for

restructuring or eliminating unneces-

sary routes. Cost savings resulting

from these findings will come to

approximately $700,000 per year.

Ten-Year Capital Plan

The consulting firm of Parsons

Brinckerhoff Quade & Douglas, Inc.

completed a comprehensive study on

the capital needs of the RTA system.

This statement of need is consistent

with previous estimates provided by

the Urban Mass Transportation Ad-

ministration, the consulting firm of

Booz-Allen & Hamilton, Inc., and

RTA's service boards. The study also

examines institutional constraints

which will limit the ability of the RTA
and its service boards to implement

such a capital plan, and recommends
changes which will facilitate

achievment of the plan's goals.

Long-Range Financial Plan

The RTA engaged Public Financial

Management, Inc. to assist in develop-

ing a ten-year financial plan. This firm

serves as RTA's financial advisor and

is currently developing alternative

financial scenarios for the next decade.

The financial plan will identify how
the RTA can take optimal advantage of

its existing financial resources while

presenting a fiscal strategy to meet

long-term needs.



Undertakings And Accomplishments

Despite its overriding impor-

tance, the Strategic Plan was not

the RTA's sole consideration.

1987 was an extremely busy and
productive year for the RTA—a year in

which existing services were refined,

recent gains consolidated and the

groundwork for the system's future

solidified.

Among the most important operat-

ing achievments of 1987 were:

Revenue Reconciliation

This involved process finally

amended a number of financial and

accounting discrepancies between
RTA and the service boards resulting

primarily from RTA's reorganization

in 1984. The revenue reconciliation

process has brought the financial

statements of the four transportation

agencies into agreement through 1986,

and allows the RTA to go to the bond
market with a clean financial record.

Upgrading of Travel

Information Center

The relocation and improvement of

RTA's Travel Information Center (TIC)

was completed in November. The
service's quarters were moved from a

remote northwest-side location to

space immediately adjacent to RTA's
headc|uarters at One North Dearborn

Street. Installation of a modern infor-

mation retrieval system and a high-

tech telecommunications system

immediately gave RTA the best and

most advanced travel information

system in the United States and, likely,

the world. The RTA also selected a

new operator for the facility. Ad-
vanced Telemarketing Corp., of Dallas,

which it found better qualified to

operate the new and more sophisti-

cated system.

Carl Meyer (left), CTA, 27 years and Bruno Romej, 31 years



Undertakings And Accomplishments (continued)

The TIC is now capable of handling

more than 10,000 calls per day, up
from 7,500 before the renovation. The
3,000,000 inquiries it is expected to

handle in 1988 will make it the busiest

facility of its kind in existence. Still

further refinements are planned.

Tinley Park/80th Avenue

Rock Island Station

The RTA awarded a grant to the

village of Tinley Park for partial

funding of a feasibility study for a Tax
Increment Finance District to support a

joint development project planned for

that area. The project is intended to

stimulate transit-integrated develop-

ment along Interstate 80 at this loca-

tion.

Retirement of Grumman Buses

Pace, the Urban Mass Transportation

Administration, the Illinois Depart-

ment of Transportation and the RTA
agreed on a plan for early retirement

of Pace's 204 Grumman buses, which
had become increasingly unreliable

and expensive to maintain as a result

of design deficiencies. The plan calls

for the immediate retirement of 150

Grumman buses and their replacement

with 100 new buses to be purchased
with funds furnished entirely by Pace

and RTA. The estimated net cost of

this project is approximately $16.9

million.

Metra Electric Studies

The RTA authorized funding for two
studies aimed at improving efficiency

on Metra's newly accjuired Electric

Lines (formerly Illinois Central Gulf
Electric). One study will identify and
evaluate options for increasing the

efficiency of service on portions of the

line south of 115th Street. A second
study will assess the condition of the

Automated Revenue Collection Sys-

tem, which has already exceeded its

life expectancy. Alternatives to the

existing system will be evaluated in

comparison with other options to

identify the most cost-effective method
of revenue collection.

The service boards also undertook a

number of planning studies and
implemented service improvements
during 1987 with RTA's participation

and assistance. These include:

ICG and Milwaukee Road Line

Acquisitions

In May, Metra purchased the Illinois

Central Gulf's 41 -mile electric line

serving Chicago and the suburbs of

southern Cook and northern Will

Counties. Acquisition price was
approximately $28 million. Metra also

acquired, for $67.9 million, 84 miles of

Milwaukee Road lineage serving

suburban Cook, DuPage, Kane and
Lake Counties. Operating cost savings

of $6.79 million per year resulting from
the ICG purchase will be used to pay
for the Milwaukee Road acquisition.

Consolidation of these lines will

achieve greater flexibility for operating

and capital investment decisions.



Operation BUS
The Operation BUS program, for

Better Ultimate Service, was intiated

by CTA in response to the poor ap-

pearance and low reliability of its

aging bus fleet. The refurbishment
program was budgeted at $3.7 million.

An initial review of the program
shows that it has been successful in

improving the quality of service

provided on CTA buses, by far the

region's dominant public transporta-

tion mode. Similar proposals for rail

cars (Operation CARS, or Clean And
Reliable Service) and for passenger
stations (Operation CLASS, or Clean,

Lit And Safe Stations) have been
included in the 1988 budget.

Labor Costs

CTA also concluded a labor settle-

ment with bus drivers and rapid

transit workers. Members of the

Amalgamated Transit Union approved
a three-year contract which gives

members a lump sum payment of $800
in the first year and 80 cents per hour
in wage increases spread over the final

two years. The lump sum payment is

a significant cost containment meas-
ure, since workers' salaries, which are

used to calculate raises and fringe

benefits, are unchanged.

CTA route #60 on 26th Street, Chicago



Making Mass Transit Work In The Suburbs

Pace Route # 581, Abbott Park

The census of 1970 was the first

to record that the population of

Chicago's suburbs had surpassed

that of the City. By the 1980 census, the

suburbs also contained the preponder-

ance of the region's employment. This

abrupt and significant shift has proven
as difficult to deal with as it was
unexpected.

The break-neck development of Sub-

urbia rapidly and almost arbitrarily

made large-scale population centers of

areas which were only recently rural

or low-density residential, anci trans-

formed the small-volume roads built

to accomodate their previous needs
into major traffic arterials. The result

has been city-level traffic densities

which threaten to choke off the very

socio-economic vitality which created

them.

However, due to the suburbs' rela-

tively wide dispersement of employ-
ment and population centers, public

mass transportation, which requires

intensive concentration of users, has

had only little success in serving their

needs. Both suburban development
and its attendant problems have wors-
ened to the point at which a solution

by the involved parties has become
necessary before the nature of the

suburbs is permanently changed for

the worse.

RTA has stepped to the fore of this

planning effort, acting as a catalyst for

positive and pro-active change in the

suburbs by bringing together local

business, development and municipal
leaders to identify and act upon the

problems threatening them. It played
this role very actively in 1987 in a

number of ways:

Trnnsportation Opiions

Conferences

This series of conferences in

Chicago's most densely populated and
traffic-plagued suburban counties

—

DuPage, suburban Cook, and Lake

—

has provided the core of RTA's subur-

ban initiative. In each case RTA
enlisted the aid of a nation-wide, not-

for-profit planning organization (the

Urban Land Institute, the Institute of

Transportation Engineers, and the

American Planning Association,

respectively) to organize and partici-

pate in the conferences, select panelists

and commentators, and establish

agendas.

Stuciy panels consisted of both local

and national traffic, transportation,

employment, government and plan-

ning experts who spent two days
touring and analyzing transportation

problem areas in the county under
discussion. Their study periods were
followed by a day of brainstorming



and debate with audiences composed
of local business, development and
municipal leaders, and a final day on

which conclusions were drawn and

possible solutions recommended.
Each conference produced a published

report on the proceedings and find-

ings.

The findings of each of these work-

shops were similar, as were their

suggestions for traffic alleviation.

Whereas traffic in the suburbs is at or

approaching untenable levels, subur-

ban population and employment dis-

persement make traditional, fixed-

guideway transit systems, such as

subways and streetcars, impracticable.

On the other hand, traditional, fixed-

route bus service in the suburbs has

not yet proven to be popular or effec-

tive. If public mass transportation is to

become an effective force in the sub-

urbs, therefore, it must develop inno-

vative and customized services keyed

to specific needs, and it must foster

closer cooperation between the public

and private sectors. RTA undertook

this charge in several ways during

1987:

NWMC/TRANSPART
The RTA awarded a twelve-month

grant to the Northwest Municipal

Conference, a league of suburban

municipalities, to create and staff

TRANSPART (Transportation Partner-

ship) a not-for-profit Transportation

Management Association (TMA)
which will focus on non-traditional al-

ternatives for solving traffic congestion

problems on Cook County arterial

corridors. Among TRANSPART's
other charges is to attempt to establish

suburban zoning ordinances which
encourage the sort of concentrated

development which is best suited to

public mass transportation.

Metra Conductors (L to R): Carl Gurnicz, 1 year; Dennis Mallone,

n years; Bob Hagarty, 15 years; Bob Klusendorf, 14 years

RTA intends to encourage the creation

of several more TMAs at appropriate

locations throughout its region.

Expanded Suburban Bus Service

In an effort to serve new markets.

Pace initiated several new routes in

1987, two of which have been estab-

lished specifically in response to the

growing reverse commute market.

One provides service between the

CTA's Cumberland Avenue Station

and the Hamilton Lakes office complex
in Itasca, while another route operates

between the CTA terminal in Des
Plaines and the Oakbrook shopping/

office complex. Pace is also attempting

to serves areas not presently served by
rail, as in the case of its new express

route between Bolingbrook and the

Loop.



Mobility Unlimited

Serving The Disabled Community

The RTA is firmly committed to

serving all of its 7.3 million con-

stituents to the best of its ability,

including those to whom main-line

transit service is impracticable. The
cjuestion of how to answer the special

needs of the few within a system
designed for the mass has proven itself

a thorny one in every city with a

significant public mass transportation

system; RTA has responded by creat-

ing the most efficient and effective

door-to-door van service in the

country.

Through service contracts with four

private providers the CTA's Special

Services program currently provides
an average of about 2,500 rides per day
to medically qualified participants, an
increase of almost 40% over 1986 and
almost 500% since the program was
initiated in 1985. Privatization of these

services has enabled CTA to provide

service to a greater number of riders

by substantiallv reducing the unit cost

of service. Cost per ride in 1987 was
approximately $12, down from an
initial $29 per ride in 1985.

Pace also provides paratransit

service for diabled riders, and, in 1987,

carried nearly 20,000 riders per month.
In late 1986 Pace and RTA initiated an
experiment with lift-equipped, fixed-

route buses in the city of Waukegan,
along with a fully-accessible paratran-

sit system in Lake and McHenry
Counties. These paratransit routes

served an average of about 250 riders

per month throughout 1987.

Also in 1987 the RTA and Metra
awarded a contract for engineering

design of a handicapped-accessible, bi-

level rail car. Work on this project will

continue through 1988.

Juan Reyes, Pace, 1 year



Other mobility limited projects

undertaken by RTA in 1987 include:

Expanded Paratransit Service

In November, 1987, new paratransit

service was offered to mid-day riders

in McHenry County. While fixed-route

service continues to be operated

during peak periods, Pace provides

"Dial-A-Ride" service during off-peak

hours. This service represents an
important effort by Pace to serve

markets where population density is

not sufficient to warrant off-peak,

fixed-route service.

Another paratransit innovation

which continued into 1987 was a shift

toward inter-township paratransit

service. In the past, paratransit has

been available only within a sponsor-

ing township or municipality. This

made travel between political jurisdic-

tions difficult for paratransit users.

The new paratransit service consoli-

dates townships into groupings which
are served by a single carrier, resulting

in greater flexibility and convenience
for riders.

West Suburban Cross-Boundary

Paratransit

In 1987 the RTA completed a 20-

month paratransit demonstration,

undertaken in conjunction with CTA
and Pace, to provide cross-boundary
transportation to the mobility limited

between Berwyn, Chicago, Cicero,

Elmwood Park, Forest Park, Oak Park,

River Forest, and River Grove. CTA
and Pace are using the experience

gained from this demonstration to

plan for ongoing service of this type.

Rad Corridor Accessibility

Program
In cooperation with Pace and Metra,

the RTA initiated demonstration rail

substitute paratransit along the

region's commuter rail corridors. This

service became part of the regular

services offered by Metra in 1988.

Alfred Cortes (L), CTA, 13 years and William Cooper, 14 years
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Letter Of Transmittal

To The Chairman Of The Rta
May 27,1988

Mr. Samuel K. Skinner

Chairman
Regional Transportation Authority

The Comprehensive Annual Financial Report (CAFR) for the Regional Trans-

portation Authority for the fiscal year ended December 31, 1987, is submitted

herewith. The report is presented in a manner designed to fairly present the

financial position and results of operation for the RTA as measured by the financial

activity of the various funds. The Financial Management Division is responsible for

the accuracy of the data presented and the completeness of the presentation.

We believe the data presented is fairly stated in all material aspects and that all

disclosures necessary to enable the reader to acquire maximum understanding of

the financial activity of the RTA have been provided.

This report is prepared in accordance with generally accepted accounting prin-

ciples and in conformance with standards of financial reporting as established by

the Governmental Accounting Standards Board (GASB) using guidelines as recom-

mended by the Government Finance Officers Association of the United States and

Canada (GFOA).

Contents of CAFR
The Comprehensive Annual Financial Report is composed of two distinct

sections: Financial and Statistical.

• Financial Section. The independent auditors' report, the general

purpose financial statements, and the notes to the general purpose

financial statements are included in this section. The combined and

individual fund financial statements provide a complete summary of

the financial activities of the RTA and include all fund types and

account groups. They present a combined overview of the RTA's

financial position, changes in financial position of proprietary funds,

and operating results for the fiscal year.

These statements and related notes comprise the General Purpose

Financial Statements (GPFS) and may be issued separately from the

Comprehensive Annual Financial Report, possibly for inclusion in

official statements, bond offerings, or for distribution to users requiring

less detailed information.

• Statistical Section. This section consists of the independent auditor's

report, and charts and graphs that present historical and operating

characteristics of the RTA and the three Service Boards. While the

section contains substantial financial information, it is not audited and

includes some non-accounting data.



Letter Of Transmittal

To The Chairman Of The Rta (continued)

May 27,1988

Financial Performance
The operating results for fiscal year 1987 and the related budget operating results

are summarized below. Similar data for 1986 is presented for comparative purposes.

Revenues and Other

Financing Sources:

Sales Tax
Public Transportation Fund
Federal Operating Grant

All other

Total - Revenues and Other

Financing Sources

Expenditures and Other

Financing Uses:

Financial Assistance

to Service Boards

Capital Grants

RTA Administrative

Non-Administrative
Debt Related and Other

Total - Expenditures and Other

Financing Uses



Letter Of Transmittal

To The Chairman Of The Rta (continued)

May 27,1988

Significant Accomplishments
The following accomplishments in 1987 are particularly noteworthy with respect

to the RTA's financial position:

• The RTA Strategic Planning effort was completed

• Service Board claims were settled subsequent to fiscal 1986; and

• A $52.2 million General Obligation Note was issued on July 1, 1987

and a $15.7 million General Obligation Note was issued on August 1,

1987 to Chicago Milwaukee Corp for the Acquisition of Milwaukee
Road Assets on behalf of Metra. The $15.7 million note was repaid

on October 1, 1987. The notes are prepayable at any time without

penalty.

Future Outlook
The RTA, like other units of government, is very dependent upon the actions of

the state and federal governments to finance its operating and capital programs.
Retrenchment at the federal level has resulted in the possibility of reduced federal

operating funds and little or no growth in capital grants.

The completed RTA strategic plan underscores the need for significant amounts
of capital ovvr the coming vears just to maintain the current transit infrastructure.

Additionally, funds are needed to finance service expansion to rapidly growing
suburban areas.

Within the region, we continue to face the challenge of allocating finite resources

to a diverse, changing area with needs that exceed available funds. RTA staff, in

concert with staff at the CTA, Metra and Pace, are presently studying various

alternatives to meet this challenge, while providing high-quality, cost-conscious

transit service in the six-county Northeastern Illinois region.

We are confident these challenges can be successfully met in the coming years

with the continued deciication and hard work that characterized 1987. We look

forward to working with you and the RTA Board, and the Boards and staffs at

the CTA, Metra and Pace to create the finest public transportation system in the

covmtry.

Sincerelv,

Theodore G. Weigle,

Executive Director

Daniel R. Leffers

Assistant Executive Director

Budget and Einance



Audit Committees Message

To Elected Officials And Concerned Citizens

Elected Officials

and
Concerned Citizens:

As required by the amended RTA Act and on behalf of the Board of Directors

of the Regional Transportation Authority, 1 am pleased to submit the 1987

Comprehensive Annual Financial Report (CAFR).

The accounting firm of Touche Ross & Company was selected by RTA's Audit

Committee to perform this year's audit. In addition to meeting the requirements of

the RTA Act, the audit was designed to meet the requirements of the federal single

Audit Act of 1984 and related OMB Circular A-128. The auditors report on the

general purpose financial statements and combining and individual fund state-

ments and schedules is included in the financial section of this report.

This report substantiates the strong financial position of the RTA and reflects the

sound fiscal and budget policies adopted by the RTA Board.

We are proud of the progress and accomplishments of the RTA and are commit-
ted to fiscal prudence and planning to ensure that the favorable trend in mass
transportation in the six-county region of Northern Illinois continues. Your contin-

ued interest and support are needed and appreciated.

Sincerely,

David L. DeMotte
Chairman of Audit Committee
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One Illinois Center
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Board of Directors

Regional Transportation Authority

Chicago, Ilhnois

We have examined the combined financial statements and the

individual fund financial statements of the Regional Transportation

Authority as of and for the year ended December 31, 1987, on pages 24
through 41 as listed in the table of contents. Our examination was
made in accordance with generally accepted auditing standards and,

accordingly, included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circum-
stances.

In our opinion, the combined financial statements and the individual

fund financial statements refered to above present fairly the financial

position of the Regional Transportation Authority at December 31,

1987, and the results of its operations and the changes in the financial

position of its proprietary fund for the year then ended in conformity
with generally accepted accounting principles applied on a basis

consistent with that of the preceding year.

^T^eA/U-^ f^*>

Chicago, Illinois

May 27, 1988

louche Ross International



All Fund Types And Account Groups

Combined Balance Sheet
December 31, 1987

Governmental Fund Types

Debt

General Service

Proprietary

Fund Type

joint Self-

Insurance

Fiduciary

Fund Type

Agency

Account Groups

General General Total

Fixed Long-Term (Memorandum)
Assets Debt Only

ASSETS

CASH AND INVESTMENTS
Externally restricted:

Debt service

Other escrow

Restricted by RTA:

Capital grants

Joint self-insurance fund

Unrestricted:

Working casfi

RECEIVABLES
Sales tax receivable

Mobility limited grant

Interest - sales tax receipts

Interest on investment

Interagency receivables

Due from Joint Self-

Insurance Fund

Due from CRD (Milw

RR acquisition)

UWP
ADVANCES
Chicago Transit Authority

Commuter Rail Division

Suburban Bus Division

Deferred issue expenses

Other assets

Leasehold improvement

Furniture and equipment

Amount available in debt

service fund

Amount to be provided for

retirement of general

long-term debt

TOTAL ASSETS

$500,000

81,080,841



All Fund Types And Account Groups

Combined Balance Sheet (continued)

December 31, 1987

Governmental Fund Types

Debt

General Service

Proprietary Fiduciary

Fund Type Fund Type Account Groups

General General

Joint Self- Fixed Long-Term

Insurance Agency Assets Debt

Total

(Memorandum)
Only

LIABILITIES AND FUND EQUITY

LIABILITIES:

Vouchers payable $824,570

Capital assistance;

Local Match and

RTA 100% 448,628

Sales tax due to service board:

Chicago Transit Authority

Commuter Rail Division

Suburban Bus Division

Interest on sales tax due to

Service Boards:

Chicago Transit Authority

Commuter Rail Division

Suburban Bus Division

Due to general fund

Accrued interest

Accrued other expenses 528,678

Claims liability 4,005,287

Long-term lease obligation 16,538

General obligation notes,

series 1987A

General obligation bonds,

series 1986A

$32,570,958

23,446,373

7,154,042

70,411

50,914

15,541

$787,407

$52,200,000

36,805,000

TOTAL LIABILITIES 5,823,701 787,407 63,308,239

$824,570

32,570,958

23,446,373

7,154,042

70,411

50,914

15,541

787,407

2,210,960

528,678

4,005,287

16,538

52,200,000

36,805,000

FUND EQUITY:

Contributed capital

Investment in general fixed

assets

Retained earnings

Fund balance:

Reserved for local

match-capital grants

Reserved for capital

project not funded by

UMTA or IDOT
Reserved for debt service

Available for current

appropriations

2,458,231 2,458,231

2,591,412

76,180,271

4,451,942

63,123,731

TOTAL FUND EQUITY



Governmental Fund Types

Combined Statement Of Revenues, Expenditures And
Changes In Fund Balances
December 31, 1987

Governmental Fund Type



BuDBET And Actual

Combined Budgetary Basis Statement Of Revenues
And Expenditures (Budget And Actual)

December 31, 1987

Budget

General
Fund



General Fund Balance

Statement Of Changes In Fund Balance
December 31, 1987

Reserved for

Capital

Grants

Capital Projects

Not Funded By
UMTA or IDOT

Available
for Current

Appropriations Total

Balance December 31, 1986

Revenues and other sources over
expenditures and other uses

Additional reserves:

From 1987 budget

Grants to service divisions

transferred to reserves

Balance December 31, 1987

Agency Fund

$38,984,000

44,957,487

(7,761,216)

$8,954,000

$76,180,271

(4,502,058)

$17,607,017

40,924,359

(44,957,487)

12,263,274

$4,451,942

Statement Of Changes In Assets And Liabilities

$65,545,017

40,924,359

$25,837,163 $106,469,376

December 31, 1987

Balance
December
31,1986

Balance
December
31,1987

Retailers' occupation and use
tax (sales tax) receivable

Interest on sales tax

Total Assets

$328,472,975
744,138

$326,042,795
607,272

$63,171,373

136,866

$329,217,113 $326,650,067 $63,308,239

LIABILITIES:

Sales tax distribution due
to service boards:
Chicago Transit Authority
Commuter Rail Division

Suburban Bus Division

Sub Total

$31,714,147
22,259,791

6,767,255

$169,282,349

122,013,535

37,177,091

$168,425,538

120,826,953

36,790,304

60,741,193 326,042,795

$32,570,958

23,446,373

7,154,042

Interest on sales tax due
to service boards:
Chicago Transit Authority
Commuter Rail Division
Suburban Bus Division

Sub Total

383,367

276,558
84,213

312,956
225,644
68,672

744,138 607,272

70,411

50,914

15,541

Total Liabilities $60,741,193 $329,217,113 $326,650,067 $63,308,239

The accompanving notes to the financial statements are an integral part of this statement.
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Joint Self-Insurance Fund

Statement Of Changes In Financial Position
December 31, 1987

Sources of working capital:

Net income $2,479,758

Amortization of deferred issue expense 150,016

Net increase in working capital

Elements of net increase (decreases) in working capital:

Cash and Investments $2,576,597

Accrued interest 840,584

Due to general fund (787,407)

Net increase in working capital $2,629,774

Joint Self-Insurance Fund

Statement Of revenues. Expenses, And Changes In Retained Earnings
December 31, 1987

Operating Revenues:
Interest income $141,838

Operating Expenses:
Professional fees 12,064

Issuance cost - series 1986A bonds 150,016

Total Operating Expenses

Operating deficit (20,242)

Non-Operating Revenues:
Operating transfer in 2,500,000

Net Income 2,479,758

Retained earnings at beginning of year 111,654

Retained earnings at end of year $2,591,412

The accompanying notes to the financial statements are an integral part of this statement.
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Financial Section

Notes To General Purpose Financial Statements
Fiscal Year Ended December 31, 1987

NOTE 1 - REPORTING ENTITY

The RTA was established in 1974 upon the approval of a referendum in its six-

countv Northeastern Illinois region. The operating responsibilities of the RTA are

set forth in the RTA Act. The RTA is a unit of local go\'ernment, body politic,

political subdivision and municipal corporation of the State of Illinois. As initially-

established, the RTA was an operating entity responsible for providing day-to-day

bus and rail transportation services. However, in 1983 the Illinois General Assem-
bly reorganized the structure and funding of the RTA from an operating entity to a

planning and o\'ersight entitv. The reorganization placed all operating responsi-

bilities in the Chicago Transit Authority (CTA) and two operating divisions of the

RTA: A Commuter Rail Division ("Metra"), and a Suburban Bus Division ("Pace"),

each having its own independent board. These divisions conduct operations and
deal with subsidized carriers.

The RTA has the responsibility to supervise the budgets and financial condition of

the CTA, Metra and Pace. The RTA Act sets forth detailed provisions for the

allocation of receipts by the RTA to the various Service Boards, and imposes a

requirement that the RTA's system as a whole achieve annually a "system gener-

ated revenue recovery ratio" (i.e., aggregate income for transportation services

provided) of at least 50% of the cost of the transportation services.

Governmental accounting and financial reporting standards as established by
Statement 3 and Interpretation 7, "Defining the Governmental Reporting Entity",

issued bv the National Council of Governmental Accounting and adopted by the

Go\ernmental Accounting Standards Board, reeiuire disclosure in the notes of

goxernmental financial statements of the results of applying Statement 3 and
Interpretation 7 criteria to specific affiliated organizations. The assets, liabilities,

revenues, and expenditures (or expenses as appropriate) of all affiliated organiza-

tions determined under Statement 3 and Interpretation 7 to be part of a govern-

mental reporting entitv generallv must be included on the face of its financial

statements. Thus, it is necessarv to determine whether Metra, Pace and the CTA
are part of the RTA Statement 3 and Interpretation 7 reporting entity.

The basic Statement 3 and Interpretation 7 criteria for determining whether an

affiliated organization is part of a governmental reporting entity is the exercise of

oversight responsibilitv. Statement 3 and Interpretation 7 set forth various mani-

festations of oversight responsibilitv (responsibilitv for financing deficits, entitle-

ments to surpluses, guarantees of "moral responsibilit\'" for debt, selection of

governing authority, designation of management, ability to significantly influence

operations, accountability for fiscal matters, etc.) which indicate that an affiliated

organization should be included within the Statement 3 and Interpretation 7 re-

porting entity.

Statement 3 and Interpretation 7 provide that an affiliated organization generally

should be included within a governmental reporting entity, regardless of the

degree of oversight responsibility, if its activities are (1) for the benefit of the

reporting entity and /or its residents, (2) conducted within the geographic bounda-
ries of the reporting entitv, and (3) generally available to the citizens of the report-

ing entity.

In the judgement of RTA management and with the concurrence of the RTA's
auditors, analysis and application of Statement 3 and Interpretation 7 criteria



Financial Section

Notes To General Purpose Financial Statements (continued)

Fiscal Year Ended December 31, 1987

indicates that, while the RTA does exercise some fiscal oversight, Metra, Pace and

the CTA are not part of the RTA reporting entity for purposes of preparing a

comprehensive annual financial report in accordance with governmental account-

ing and financial reporting standards. Accordingly, financial statements for Metra,

Pace and the CTA are not included or combined with the RTA's financial state-

ments in this report. They are combined, however, in the Pro-Forma Combining
Annual Financial Report. The Pro-Forma Combining Annual Financial Report is a

statutorily required report and is not required under governmental accounting and
financial reporting standards.

In arriving at this conclusion, the following factors were considered:

• The CTA, Metra and Pace maintain separate management, exercise control over

all operations (including the passenger fare structure), and are accountable for

fiscal matters including: ownership of assets, relations with federal and state

transportation funding agencies that provide financial assistance in the ace^uisi-

tion of these assets, and the preparation of operating budgets. The CTA, Metra

and Pace are also responsible for the purchase of services and approval of

contracts relating to their operation.

• Except for the Chairman of the CTA Board of Directors who is also an RTA
Board member, the boards of directors of each service division are completely

independent of the RTA Board. The RTA Board has control neither in the

selection nor appointment of any Service Board director nor of any of its man-
agement. Further, directors of the CTA, Metra, and Pace are excluded from

serving on more than one entity's board of directors, including that of the RTA.

• Metra, Pace and the CTA provide services to different geographic areas within

the six county region. Metra provides transit service to the six county area with

the majority of the transit riders residing in the suburban metropolitan area

and commuting into the City of Chicago. Pace's primary service area is the

suburban communities with limited service to areas within the City of Chicago.

The CTA provides service to the City of Chicago and thirty-nine neighboring

suburbs within Cook County. Although programs are underway to increase

the transfer of ridership between the service entities, trips of this type presently

represent a minoritv of those taken.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Regional Transportation Authority conform to gen-

erally accepted accounting principles as applicable to governments. The following

is a summary of the significant policies:

A. Fund Accounting

The accounts of the RTA are organized on the basis of funds and account

groups, each of which is considered a separate accounting entity. The opera-

tions of each fund are accounted for with a separate set of self-balancing

accounts that comprise its assets, liabilities, fund equity, revenues, and expen-

ditures or expenses, as appropriate. RTA resources are allocated to and
accounted for in individual funds based upon the purposes for which they are

to be utilized and the means by which spending activities are controlled. In

the financial statements, the various funds are grouped into three broad fund
types and four generic fimd categories as shown below.



Financial Section

Notes To General Purpose Financial Statements (continued)

Fiscal Year Ended December 31, 1987

GOVERNMENTAL FUND TYPES

RTA governmental fund types consist of the general fund, debt service fund
and debt service reserve fund. The measurement focus is based upon determi-

nation of changes in financial position, rather than upon income determina-

tion.

General Fund

The General Fund is the general operating fund of the RTA. It is used to

account for all financial transactions that are not specifically required to be

accounted for in another fund.

Debt Service Fund

The Debt Service Fund is used to account for the accumulation of resources

for, and the payment of, general long-term debt principal, interest and
related costs. RTA general ordinance also established a Debt Service Re-

serve Fund to be maintained by the Trustee for the sole benefit of the

holders of bonds, and to be applied and used solely for the payment of

bond principal and interest. The Debt Service Fund and Debt Service

Reserve Fund are combined for financial statement presentation.

PROPRIETARY FUND TYPE

Proprietary funds are used to account for activities that are similar to those

found in the private sector. The measurement focus is based upon determina-

tion of net income. The RTA has one proprietary fund which relates to the

activities of the Joint Self-Insurance fund.

Joint Self-Insurance Fund

The purpose of the Joint SelfTnsurance Fund is to provide a source from
which to pav substantial damage claims incurred by the Service Boards and
arising out of personal injuries, property damage and certain other losses.

The Self-Insurance Agreement provides that the Joint Self-Insurance Fund
is not available to pay principal or interest on the Series 1986A Bonds which
were issued to establish the Joint Self-Insurance Fund.

FIDUCIARY FUND TYPE

Fiduciary funds account for assets held by a governmental entity in a trustee

capacity or as an agent for others . The RTA's fiduciary fund consists of an

Agency fund. Because agency funds are custodial in nature (assets equal

liabilities), they do not involve the measurement of results of operation.

Agency Funci

The Agency Fund records the receipt and disbursement of the Retailers'

Occupation and Use Tax (sales tax) and the interest on this tax due to the

CTA, Metra and Pace. Required sales tax revenues are accrued in the

Agency Fund and are equally offset by a liability to the Service Boards. For

purposes of the budget, additions to and disbursements from the Agency
Fund are considered to be revenues and expenditures, respectively. In

accordance with generally accepted accounting principles for governmental

entities, these are additions to and deductions from Agency Fund assets

and liabilities, respectively.
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Notes To General Purpose Financial Statements
Fiscal Year Ended December 31, 1987

Fixed Assets and Long-Term Liabilities

Account groups are used to establish accounting control and accountability for

fixed assets and general long-term liabilities. Account groups are not funds,

and therefore, are not involved in the measurement of the results of opera-

tions. The following are the RTA's account groups:

General Fixed Assets Account Group

Fixed assets used in governmental fund type operations are accounted for

in the General Fixed Assets Account Group, rather than governmental
funds. Depreciation is not recognized in accordance with standard govern-

mental accounting practices. General fixed assets are acquired for the

purpose of providing governmental services at the RTA and not for the

production of services that are sold. When purchased, such assets are

recorded as expenditures in the General Fund and capitalized in the Gen-
eral Fixed Assets Account Group. All fixed assets are valued at historical

cost or estimated historical cost if actual historical cost is not available.

General Long-Term Debt Account Group

Long-term liabilities expected to be financed from governmental funds are

accounted for in the General Long-Term Debt Account Group. RTA use of

this account group relates to bonds sold in 1986 to establish a Joint-Self

Insurance Fund for transit operations and the Notes issued in 1987 for the

Acquisition of Milwaukee Road Assets on Behalf of Metra.

Basis of Accounting

Basis of accounting refers to when revenues and expenditures or expenses are

recognized in the accounts and reported in the financial statements, regardless

of the measurement focus applied.

All governmental funds and the Agency Fund are accounted for using the

modified accrual basis of accounting, i.e. revenues are recognized when they

become measurable and available, and expenditures are recognized when the

related fund liability is incurred. Sales taxes are considered measurable when
levied by the State and collected by the retailer.

Proprietary funds are accounted for using the accrual basis of accounting.

Therefore, revenues are recognized when earned and measurable, and ex-

penses are recognized when they are incurred.

Assets, Liabilities and Fund Equity

ASSETS

Cash and Investments

All excess General Fund cash is invested and earnings are credited to the

General Fund for use in financing general RTA operations. (A detailed

analysis of cash and investments is presented in Note 6)

Receivables

Accounts receivable include amounts due from local and state governments
for sales taxes and specific programs and projects.
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Financial Section

Notes To General Purpose Financial Statements (continued)

Fiscal Year Ended December 31, 1987

Advances

The advance represents a receivable due from the Service Boards for RTA
discretionary funding in excess of the 1987 budget.

Restricted Assets

Proceeds from debt and amounts set aside for payment of proprietary fund
general obligation debt are classified as restricted assets since their use is

limited by bond incienture.

Fixed Assets

General fixed assets are ace^uired for the purpose of providing governmen-
tal services at the RTA and not for the production of services that are sold.

When purchased, such assets are recorded as expenditures in the General

Fund and capitalized in the General Fixed Assets Account Group. All fixed

assets are valued at historical cost or estimated historical cost if actual

historical cost is not available.

LIABILITIES

Capital Assistance Payable

These amovmts represent the accrued financial assistance due the CTA and
Metra at December 31, 1987.

FUND EQUITY

Fund Balance

Portions of the fund balances of the general and debt service funds are

reserved by the RTA for specific purposes as follovv^s:

Reserved for local match - capital grants is a restriction of RTA's fund
balance to provide the local portion of Urban Mass Transportation Ad-
ministration (UMTA) and Illinois Department of Transportation (IDOT)

funded capital projects.

Reserved for capital projects not funded by UMTA or IDOT is that

portion of the RTA's fund balance reserved to fund the Service Boards'

capital projects paid for entirely by the RTA.

Reserved for debt service represents the portion of fund balance for

debt service resources legally restricted for the payment of long term

debt principal and interest amounts maturing in future years.

Contributed Capital

Contributed capital is the amount of permanent fund capital contributed to

the Joint Self-Insurance Fund from the proceeds of the bond issue.

Revenues

The RTA has four principal sources of revenue and other financing sources: (1)

retailers' occupation taxes, service occupation taxes, and use taxes (collec-

tively, "Sales Taxes"); (2) funds appropriated to the RTA by statute through

the State's Public Transportation Fund established under the Act; (3) funds in

respect of state or federal grants, loans, or any other such funds, which the

RTA is authorized to applv for and receive under the Act; and (4) the proceeds

of anv borrovvintrs bv the RTA.
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Notes To General Purpose Financial Statements (continued)

Fiscal Year Ended December 31, 1987

TAXES

Sales Taxes are imposed by the RTA and collected by the Illinois Department
of Revenue for the RTA pursuant to the Act, in the amount of 17o within Cook
County, of: (i) the gross receipts of such sales made; (ii) the "cost price" of

tangible personal property used within Cook County; and (iii) the selling price

of tangible personal property used within Cook County. In addition, a sales

tax of 0.257c is imposed on the items referred to in the preceding clauses

(i)-(iii) in the collar counties of DuPage, Kane, Lake, McHenry, and Will.

All such taxes are collected by retailers and remitted to the Illinois Department
of Revenue by the end of the month following the month of sale (the liability

month). The taxes are paid to the Treasurer of the State of Illinois in trust for

the RTA. By the 25th day of each month, the Department of Revenue is

required to certify to the State Comptroller the amount required to be paid to

the RTA. Within 10 days after such certification, the Comptroller is required
to order payment of such amount to the RTA.

The Act provides that the RTA withhold 157o of the tax revenues generated
and these revenues are deposited into the RTA's general fund. The RTA is

required to pass on to the Service Boards, pursuant to statutory formula, an
amount equal to the remainder of such tax revenues. The remaining 85% of

sales tax is allocated to the Service Boards as follows:

Collected Within Collected in DuPage,
Service Collected Within Cook County Kane, Lake,McHenry
Board Chicago Outside Chicago and Will Counties

CTA 100% 30%
Metra - 55% 70%
Pace - 15% 30%

The RTA recognizes as a receivable and revenue in the General Fund only the

15% of the total sales taxes collected to which it is entitled by the amended
Act. The criteria applied for recognition of the receivable and related revenue
are that the amounts are "measurable and available" for the RTA to meet its

current obligations.

PUBLIC TRANSPORTATION FUND (PTF)

In accordance with the Act, the State Treasurer is authorized and required to

transfer from the State's general revenue fund to a special fund in the State

Treasury designated the "Public Transportation Fund" an amount equal to

25% of net revenues realized from sales taxes (or, as the case may be, gasoline
or parking taxes) imposed by the Board. These amounts may be paid to the
RTA only upon State appropriation. The State has approved an appropriation
from the Public Transportation Fund through its 1988 fiscal year which will

end June 30, 1988.

None of the revenues from the Public Transportation Fund are payable to the
RTA unless and until it certifies to the Governor, State Comptroller, and
Mayor of the City of Chicago that the RTA has adopted a budget and financial

plan as called for by the Act.
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Notes To General Purpose Financial Statements (continued)

Fiscal Year Ended December 31, 1987

The amounts allocable to each of the Service Boards from funding received by
the RTA from the State's Public Transportation Fund are allocated at the

discretion of the RTA Board in connection with the review and approval of the

annual and revised budgets of each Service Board. The allocable amounts of

such funds are payable as soon as may be practicable upon their receipt,

provided that the RTA has adopted a balanced budget pursuant to Section

4.01 of the Act, and the Service Board that is to receive such funds is in compli-

ance with the budget requirement imposeci upon the Service Board pursuant

to Section 4.11 of the Act.

FEDERAL OPERATING ASSISTANCE GRANT

A grant is provided to the RTA under Section 9 of the Federal Urban Mass
Transportation Act. The revenue is recognized on the modified accrual basis

in the year funds are actually received based upon final approval of the grant.

All funds received under this grant are subsequently "passed through" to the

Service Boards.

F. Expenditures and Expenses

Financial assistance to Service Boards consists of operating assistance to the

CTA, Metra and Pace. The RTA provides operating assistance to the Service

Boards to fund in part their RTA approved budget.

Capital grants - local match are those portions of UMTA and IDOT funded

capital projects which are funded by the RTA as "local share" for the region

(generally amounting to 20% of the total project amount).

Capital grants - 100% funded by the RTA are those items not funded by
UMTA and /or IDOT, but are completely funded by the RTA.

Non-Administration consists of those costs of the RTA which are exempt from

the statutory cap. These costs include the operation of the Travel Information

Center; strategic, capital and financial planning; and other costs incurred on

behalf of the Service Boards.

Administration consists of those costs of the RTA incurred to carry out its

regional funding and administrative activities. These costs were limited by
statute to no more than $5,512,500 for 1987.

G. "Memorandum Only " Total Columns

Total columns on the Combined Statements are captioned Memorandum Only
to indicate that they are presented only to facilitate financial analysis. Data in

these columns do not present financial position, results of operations, or

changes in financial position in conformity with generally accepted accounting

principles. Also, such data is not comparable to a consolidation. Therefore,

interfund eliminations have not been made in the aggregation of this data.

NOTE 3 - BUDGET AND BUDGETARY ACCOUNTING

Section 4.01(a) of the RTA Act requires the RTA to prepare and adopt a compre-

hensive annual budget and program presenting the RTA's planned operations and
capital expenditures for the forthcoming year. The Act provides that the budget

must show a balance between anticipated revenues and anticipated expenditures.
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Notes To General Purpose Financial Statements (continued)

Fiscal Year Ended December 31, 1987

The annual budget and related appropriation are prepared on the modified accrual

basis of accounting in conformity with generally accepted accounting principles.

Expenditures may not exceed budgeted appropriations except by RTA Board

approval. It is the policy of the RTA to fund the budgets of the Service Boards, up

to the amount appropriated in the annual Budget Ordinance. The Service Boards

shall maintain all financial records and shall prepare all financial statements and

reports, including quarterly and annual reports required under the Act, in accor-

dance with the following provision:

1

.

The first source of funds to be credited against the budgeted funding amount

is from UMTA operating assistance grants;

2. The second source of funds to be credited against the budgeted funding

amount is from 85% sales tax receipts;

3. The third source of funds to be credited against the budgeted funding amount

is from PTF receipts; and

4. The fourth source of funds credited against the budgeted funding amount is

from RTA 15% and other discretionary receipts.

For capital expenditures, the payment of PTF funds, 15%> funds and other discre-

tionary funds of the RTA shall be made under the terms and condition of a grant

agreement governing such capital expenditures.

NOTE 4 - COMMITMENTS AND CONTINGENCIES

A. The RTA has various operating lease agreements for facilities and equipment.

Operating lease expenditures totaled $397,000 in 1987. Minimum annual

rental payments by the RTA for the following years are:

Amount
Year (in thousands)

1988
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Notes To General Purpose Financial Statements (continued)

Fiscal Year Ended December 31, 1987

NOTE 5 - LONG-TERM DEBT

Changes during the year in long-term debt were as follows
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Notes To General Purpose Financial Statements (continued)

Fiscal Year Ended December 31, 1987

The Series 1986A Bonds will mature on November 1 over a ten-year period and

interest will be payable at rates ranging from 4.0% to 6.2% on May 1, 1987 and

semi-annually thereafter on November 1 and May 1 in each remaining year.

Principal and interest requirements on the Series 1986A Bonds for each year end-

ing November 1 are set forth below:

Year Principal Interest Total

1987
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Notes To General Purpose Financial Statements (continued)

Fiscal Year Ended December 31, 1987

Investments

Section 702.20(ii) of the RTA Act authorizes the Authority to invest any funds or

monies not required for immediate use or disbursement. The appHcable statutory

provisions governing the investment of pubHc funds are found in III. Rev. Stat. Ch.

85, Sec. 901, et. seq.

The Authority passed an investment policy in November, 1987. This policy is in

accordance with the Illinois statutes and allows the RTA to invest in 1) certain

obligations of the U.S. Government and its agencies; 2) interest-bearing certificates

of deposit, interest-bearing time deposits or any other investments constituting

direct obligations of anv bank as defined by the Illinois Banking Act; 3) short term

obligations of corporations organized in the United States with assets exceeding

$500 million and rated within the three highest classifications established by at

least two standard rating services; 4) certain money market mutual funds; 5) state

treasurer's investment pool; and 6) repurchase agreements.

The Authority's investments are categorized to give an indication of the level of

risk assumed by the Authority at year end. Category 1 includes investments that

are insured or registered or for which securities are held by the Authority or its

agent in the Authority's name. Category 2 includes uninsured and unregistered

investments for which the securities are held by the broker's or dealer's trust

department or agent in the Authority's name.
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Notes To General Purpose Financial Statements
Fiscal Year Ended December 31, 1987

NOTE 8 - PENSION

The RTA participates, along with Metra and Pace, in a multi-employer noncon-

tributory defined benefit cost sharing pension plan and trust (RTA Pension Plan

and Trust), covering substantially all employees not otherwise covered by a union

pension plan. Responsibilities for administering the plan are divided among a

Board of Trustees, a Retirement Committee, a Plan Administrator, and the RTA
Board of Directors. The plan is classified as a "governmental plan" and, is there-

fore, generally exempt from the provision of the Employee Retirement Income
Security Act of 1974. The plan operates on a calendar fiscal year.

Separate employer contribution accounts were set up for the RTA, Pace and Metra.

Contribution expense is accrued by the RTA, Metra and Pace concurrent with the

establishment of each employer/employee account.

The Plan provides normal early retirement and disability benefits determined as a

percentage of the participant's average annual compensation in the three com-
pleted plan years of highest compensation. Prior service credits are provided to

participants employed prior to July 1, 1984 who were employed on a full-time

basis prior to their employment with the RTA by another governmental entity or

by certain providers of transportation services. (Prior service credits for partici-

pants employed after June 3(3, 1984 were eliminated with the 1984 amendments to

the Plan).

Prior to July 1, 1979 contributions were made on the basis of non-actuarial esti-

mates. The Plan's initial actuarial study found that those estimates were in excess

of actuarial requirements. As a result, pension expense is being reduced by amorti-

zation of the excess over 20 years. (Prior to 1985 the excess was amortized over a

ten year period).

Funding requirements for the Plan are made by an independent actuary. Assets

are valued recognizing a portion of both realized and unrealized gains and losses

in order to avoid wide swings in actuarially determined funding requirements

from year to year. Certain directors and person hired after age 60 are allowed to

participate in the plan. 100% vesting occurs after five years service and benefit

accruals are provided for participants over age 65.

Actuarial assumptions related to interest assume a 8.0% annual compounded rate

of return on investments, and assumptions for salary increases assume a 6% an-

nual compoundeci rate. The total present value of accumulated benefits is $10.6

million compared with assets at market value available for benefits of $16.7 mil-

lion. This valuation is also based upon 704 active participants in the plan at De-

cember 31, 1987, of which 73 are employed by the RTA. During 1987 the RTA paid

a total of $260,900 to the combined Plan. The RTA contribution allocation as

determined by the actuary for 1987 was based upon 12.2% of all plan participants.
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We have examined the combined financial statements and the

individual fund financial statements of the Regional Transportation

Authority as of and for the year ended December 31, 1987, on pages

24 through 41 as listed in the table of contents. Our examination was
made in accordance with generally accepted auditing standards and,

accordingly, included such tests of the accounting records and such

other auditing procedures as we considered necessary in the circum-

stances.

Our examination was made for the purpose of forming an opinion

on the basic financial statements taken as a whole. The statistical data

on pages 44 through 51 as listed in the table of contents is presented for

purposes of additional analysis and is not a required part of the basic

financial statements. Such information has not been subjected to the

auditing procedures applied in the examination of the basic financial

statements and, accorclingly, we express no opinion on such statistical

data.
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Sales Tax Revenue Distribution By County/City Of Chicago

Lake County

2.5%

Suburban Cook County

53.7%

DuPage County

5.1%

McHenry County
0.7%

Table III



Table IV

Service Division Operating Characteristics

CHICAGO TRANSIT AUTHORITY

Serves the City of Chicago

and 38 neighboring suburbs

Rapid Transit

• 249



Figure IV

System Ridership (in miinons)

1978-1987

900

Pace

Metra

CTA Rail

CTA Bus

Table VI

Regional Population Growth
1970, 1980, 1985

Cook County

Chicago

Suburban Cook

DuPage County

Kane County

Lake County

McHenry County

Will County

Regional Total

Suburban Total

1970



Figure V

Regional Population Trends (in Mniions)

1970, 1980, 1985

Regional Total

Cook County

Chicago

Collar Counties

^^m^

3.01

2.99

5.49

5.25

5.3

7.1

7.27

1985

Figure VI

Population Distribution By County/City Of Chicago
1984

McHenry County
2 2% Will County

4.6%

DuPage County

9.8%

Sub. Cook County

31.8%
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